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o Racord of Ampeenents and Docislons
- Yenting of May 3%, 1965

%
.y Zresont
__g Tha Undex Secretary of State
= {Chalrman)

= The Deputy Secretary of Defiense

Tho Chafrman, Joint Chiefs of Staff
The Divector, CIA '
The Deputy Dxrcctor, USIA (for My, Warks)

S The Deputy Administrator, AID (for Mr. Bell)
o -, The Depusy Under Scerctary of State for EoJLLical
20 . Affng 113G ‘
e The Speclal Assilstant to the Presldent,
o Mo Walt . Rootow
SO% S The Staff Divecton
FY D Gommerce ~ Secratany Conmnos

Treasury ~ Undew SQG“QLauy Baxy
S D ; - Ex~Im Banlk - Ir. Sauer i L R
S s EUR = My, Stoocssel . o g L

§ £ ~ Mr, Solomon 4
i
!
S I A) Export ~Imgggg Nank Loan for Fiat-Russian Plant .7 g
e Agre eds e T
T | !a)k fha¢ the Export-Import Dank loan to IMI would ke ..
{1 dn V.S, interest; ‘ .
b) that the Exnport-Tmport Ban% should  seek rﬁp3YTeﬂt‘g;*
. terms of five yeans plug a grace period comparable,»
to that offered tho Rusuiana by the Italians; Lo
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2) that. State should prepare a paper for the
Yresident satting forth all the alternatives
Mo addition to the foregoing position adopted
ny the SIG; :

) that, 4f the President agrees, appropriate
members of the Congress be informed, without o
dnplying theve is any legal obligation to do soj
& b 4 y ' ) ¥

that State should Drona*e a tallingepoint paper -
Tor use with certain ncnbn“s of Conpress, includ-
tng ey memboxd of the Ways and Means, Finance,
Tanking avd Curvency, LQ‘QJQW Relatlons, and
davvgn"ta»tanq Com:ibtec

W
b J

£) chat both papers should set forth the relevance
of the loan to IMI to the wronosal for the
Lleensing for export {rom the U.S8. to the USSR
ﬁf a4 shact steel will that would produce sheet
ﬂcl sultable far automebile manufacture)
e i c/u%fﬁ(trr P v _ e
5) Lha? ag ‘///aer asshstance to thege presenta~ .
ion& CL: in collaboratlon with E, Mr. Anthony .-
3010m01, wlll prepare a study of V.8, and certain
Yestorn Buropean cnvntries for the purpose of -
showing a curve of fnvestments accompanying ox ;&917;
ollo:lnw a sharp rise in automobile produetion ™7 <
and the vesource implications the“eof. RN

arry Schwarta
Staflf Diwec or, 816G -
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' June 1, 1966
: Recond of Afxeenants and Declsions
j W TRTREER
: 3 .
Moetdng of May_ 31, 1968
: Prasants
g ~© The Under Secvetary of State
s o (C11ixzwn)
: o Thz Deputy Scoretany Qﬁ DceenQﬁ
E . The Chairman, Joint Chiefs of Staff
e ' The Divector, CIA : -
4 The Deputy Divector, USIA (for Mr. Marks)
S R ‘Tha Deputy Adminils L"aLau ALD (fon My. Bell)
aq. ) Tha Depu vy Undesr Seeratary of State fox Politieal -
! , ' Affaixs
R - The JUOCLﬂl Assistant to the Presldent,
: ' My, Halt W. Rostow
i Tha Staff Dicector
i ARA = Mz, Sayre
i WASA - Mr. ¥ruthkin
B) Antigua n'““"i. Vater Loxt
. Y. Waleger Saugr said that the Lxport-Tmport Bank
1111 f£inance half the cost if the other half is financed
by onothar agencsy, or ageneles.,
E Tz owmag agreed:
i
a) That the U.S. uhoula fulfill its obliﬂation to
Flnance chc projoct \
b) Defense will resexaming the yossiblliLies of
being of assistance in thils xespect;
¢} that SIG will consider the mam,r again at its next 1ncet1ng, R
' {/ig’ 1 e
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31 May 1966

SUBJECT : Coumments on Posslble Export-Import Bank Ioan Tor
Fiat-Ruseian Flant

REFERENCE: Memorandum of 27 May 1966, "Some Economic Implications

of Possible ExporbeImport Bank loan for Flat-Russian
Plant"

1. The effect of the Fist-Russian asgreement on the consumptilon
hebite of the Russians ls not relevant to the question of granting
an Export-Import Bank losn to the Instituto Moblllere Italiano (IMI).
The decision by the UBSR to purchsse a Flat plant is related to the
nev Pive Yesr Plan to expand production of passenger sutomoblles
sherply, which moves the economy in s direction that would eppesr
to favor UB interests. However, sc far es we know, the sgreement
between Fiat and the USSR is not contingent on Export-Import Bank

eredit to Fiat's financiersa.

2. Extension of en Export-Import Bank loan to the IMI would
almogt certalnly incresse Fist purcheses from US menufacturers.

(Bee referenced memo.) If the loan is granted, the Export-Import

Bank will be indirectly mssileting in the extenslon of long-term

credit to the UBSR.
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SUBJECT: Export-~import Bank Loan for Fiat-Russian Plant

The Bank has askeD for foreigu policy guidance as to
its considering a loan of up to $50 million to the (Is-
tituto Robiliare Italiane) for the purchase of U, 8.
machine tools for imstallation in the plant Flat is to
construct in the USSR,

The Fiat arrangmend with the Rusaians involves &
$600 million transactiom, $300 million of which is to
be local currency, supplied by the Russians, and the
remaining $300 million would be foreign exchange cosis
provided on a loan bdasis by the Fiss people through NI,

The plant would prodice only passenger cars and
these at the rate of 2,000 a day. It is expected that
th%g produce would be = four=cylider car like the Fiat
1200,

The INI finsncing will be in the form of a $300
million loan to Russia repayhble over eight and » half
years commencing in 1971, Interest would be about 5 1/2%.
There is only s small grace period since the final drawdown
on fhe loan will not be consummated until 1970,

Fiat has indicated that about $200 nillion of the
loan would be used for csgital equipment purchases in
Italy, but that sbout $1 million of foreign purchases,
including up to $50 million of U. 8. purchases (machine
tools), would be required. INI would like to borrow
the amount of U, S. purchases fro m the EX-IE Bank.

The Bank has informed the Italisns that they mee
somes difficulties with this transaction because it

involves the Bank doing indirectly what it can't do
directly (i.e., lend to the Russians).

However,
LIMITED OFFICIAL USE
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However, the Bank has indicated it is prepared to
look at the proposal but it first needs to raise it at
a political level in the Unied States Government. The
Italians claim that they had already received U, 3.
political clearance for the deal with the Russians,
but the Bank has correctly pointed out that it is one
thing for the U. 3. Government to give political clearance
for a deal in which it is not involved and another when
its owmn participation is requested.

If the Bank does go shead asnd loan money to INI,

it would be on terms no more favorsble than INI's terms
to Russia,

Action Requested:

The Bank now desires political guidance as to how
it should handle the fiat/INI request., Should they turn
it down because it might be construed ass an indirect
loan to BRussia? Or, given the impact of the project on
Russian consumption habits {and its attitude toward the
west), together with the fact that the borrower is the
Bank's old friend INI, is it in U, 8. interestis to proceed
and make the loan?
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